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Facilities/Instruments Amount (₹ crore) Rating1 Rating Action 

Long-term / Short-term bank facilities 20.00 CARE A+; Stable / CARE A1+ Reaffirmed 

Details of instruments/facilities in Annexure-1. 

 

Rationale and key rating drivers 

Reaffirmation in the ratings assigned to bank facilities of Hindustan Gum and Chemicals Limited (HGCL) continues to derive 

strength from its experienced promoters – MP Birla group, a reputed Indian industrial group and Syensqo group (demerged from 

Solvay SA), a Belgium based chemicals company. The ratings also continue to draw comfort from the company’s comfortable 

financial risk profile considering zero debt and substantially large portfolio of marketable investments (largely mutual funds and 

fixed deposits) of ₹2328.73 crore as on March 31, 2024 (January 31, 2025: ₹2100.23 crore), the yield from aforesaid investments 

included in other income of ₹198.10 crore in FY24 (PY: 134.21 crore) supporting the net profitability and cash accruals of HGCL. 

CARE Ratings Limited (CARE Ratings) also takes cognisance of the special dividend distributed by the company of ₹275 crore in 

addition to the annual dividend payout of ~30%. Going forward, significant distribution or diversion of funds will remain critical 

from credit perspective.   

 

However, these strengths are partially offset by the volatile operational performance, operating losses in its core business of guar 

gum manufacturing with limited value addition as a result of tepid demand from oil industry and price fluctuation. The ratings 

were also tempered by susceptibility to fluctuation in foreign exchange rates and the inherent risk associated with agro-based 

industry.  

 

Rating sensitivities: Factors likely to lead to rating actions 

Positive factors 

• Ability to report turnaround in core business with increase in total operating income (TOI) above ₹1000 crore with sustainable 
margins. 

• Ability to diversify the end-user segment in the future years with diversification in profitable value-added products. 
 
Negative factors  

 
• Decline in the net realisable market value of investments (mutual funds and deposits with banks) by over 50% current levels 

or sale of securities amounting to over 50%. 
• Raising of additional debt with such debt exceeding 30% net realisable market value of investments at any point of time. 
 

Analytical approach: Standalone 

 

Outlook: Stable 

CARE Ratings believes the entity shall sustain its strong financial risk profile over the medium term considering its strong liquidity 
position while the management’s ability to diversify in profitable products to turnaround the operations will remain monitorable.  

Detailed description of key rating drivers: 

Key strengths 
Substantially large investment portfolio providing stable returns 
The company has a large investment portfolio of ₹2100.23 crore as on January 31, 2025, comprising of debt mutual funds – 
₹1579.76 crore, fixed deposits - ₹317.80 crore, NCD's - ₹120.13 crore, tax free bonds - ₹44.07 crore and quoted equity 
investments. Other income including the income from said investment portfolio (comprising of interest income, dividend income, 

gain on sale of investments, and net fair value gain arising out of remeasurement of investments) was ₹198.10 crore in FY24 
(PY: ₹134.21 crore), of which the net fair value gain on carrying value of investments stood at ₹122.72 crore in FY24 (PY: ₹64.41 
crore) and the same contributed ~73% to the overall PBT. 
 
Experienced promoters and support from joint ventures 
HGCL is one of the leading guar gum companies of India and was started as Bhiwani Gum and Guar Factory in 1956 by the MP 
Birla Group and later in year 1962 HGCL was incorporated in collaboration with Stein Hall of USA, currently known as Solvay India 
Holding Inc, USA (Solvay). In 2023, Solvay demerged its speciality chemicals business into a separate listed entity “Syensqo” 

 
1Complete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.  

http://www.careedge.in/
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which currently holds 50% stake in HGCL. Harsh V Lodha is the company’s chairman. The company’s day-to-day operations are 

managed by V K Sharda, the company’s president. The MP Birla group is a leading industrial house with interest in cement, jute, 
industrial gases, power and telecommunication cables, optical fibre, and telephone cables among others. Solvay (and now 
Syensqo) has been procuring guar gum split and guar gum powder from HGCL through its associates. 

 
Strategic location of manufacturing units in proximity to guar producing region  
HGCL has three manufacturing units strategically in and around major guar growing regions including Bhiwani (Haryana), Jodhpur 
(Rajasthan) and Viramgam (Gujarat), providing easy access to the raw material at competitive prices bolstering production 
efficiency. The location of HGCL’s Jodhpur unit provides added advantage as Jodhpur is one of the key marketing and trading 
hub for guar seeds, and guar refined splits among others. 
 
Comfortable financial risk profile 
The company had nil term debt as on March 31, 2024. It has sanctioned fund-based limits of ₹15 crore which has remained 
unutilised. The company had a tangible net-worth base of ₹2822.51 crore as on March 31, 2024. 
 

Key weaknesses 
Volatile and weak operational performance  
In FY24, revenue from the company’s operations reduced by ~23% from ₹527.61 crore in FY23 to ₹406.27 crore in FY24. The 
decrease in revenue was largely attributable to the decline in sales quantity of guar gum splits and guar gum powder which was 
due to the decline in demand from the oil-sector, because of the availability of cheaper substitutes. Due to industry-wide 
destocking, the prices remained under pressure as well. In 9MFY25, there is a slight improvement in the total income from 
₹251.94 crore to ₹299.41 crore because of increase in the sales quantity. 
The company reported a negative PBILDT margin of ~ 4.72% against positive PBILDT margin of ~ 5.51% in FY23. This is 
attributable to the decline in total income, and sharp increase in the raw material consumed in production. In 9MFY25, the 
company’s PBILDT margin worsened to negative 4.93% from negative 2.27%, despite increase in sales volume, considering 
decrease in sales realisations. 
 
Inherent risk associated with agro based industry and raw material price volatility 
The major raw material for guar gum is guar seed, an agro commodity, whose production depends on vagaries of nature. Due to 
dependence on the monsoons, guar seed supply can vary which might lead to fluctuation in prices. The major guar seed producing 
states in India are Rajasthan, Gujarat and Haryana. Over the years, the supply of guar seeds has gradually declined because of 
the farmers migrating to other cash crops such as paddy and cotton where realisations are better. The raw material cost 
constituted ~71% of the total cost of sales. 
 
Industry concentration and foreign currency fluctuation risk 
The company used to derive its major share of revenue from oil drilling customers (direct and indirect) primarily from U.S.A and 

Europe. However, owing to the availability of cheaper substitutes, the demand from the oil sector has seen a sharp decline and 
accordingly, the company’s revenue has been significantly impacted. The company is planning to diversify in new guar gum based 
and non-guar gum-based products catering different markets, which shall mitigate its concentration risk. However, where the 
company is successfully able to do so or not shall be a key monitorable. 
 

Liquidity: Strong 

The company’s liquidity remained strong as marked by high current ratio (reinstated) of 31.52x as on March 31, 2024 (PY: 
30.86x), considering total investments of ₹2328.73 crore as on March 31, 2024, which stood at ₹2100.23 crore as on January 31, 
2025. This provides adequate liquidity cushion to the company. The company does not have any debt repayment obligation due 
to absence of term debt. Also, on account of strong liquidity, the company’s month end working capital utilisation of working 
capital limits has been nil for the last 12 months ending December 2024. 
 

Applicable criteria 

Definition of Default 

Liquidity Analysis of Non-financial sector entities 

Rating Outlook and Rating Watch 

Manufacturing Companies 

Financial Ratios – Non financial Sector 

Pesticides & Agrochemicals 

Short Term Instruments 

 

About the company and industry 

Industry classification 

Macroeconomic indicator Sector Industry Basic industry 

https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_Jan%202025.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20Entities%20-%20Sept%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Assigning%20Outlook%20or%20Rating%20Watch%20to%20Credit%20Ratings.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating-Methodology-Manufacturing-Companies-March-2025.pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria_Rating_Methodology_Pesticides_Agrochemicals.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating_of_Short_Term_Instruments_Feb_2025.pdf
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Commodities Chemicals  Fertilisers and agrochemicals  Pesticides and agrochemicals  

 

HGCL is one of the leading guar gum companies of India and was started as Bhiwani Gum and Guar Factory in 1956 by the MP 

Birla Group and later in year 1962 HGCL was incorporated in collaboration with Stein Hall of USA, currently known as Solvay India 

Holding Inc, USA (Solvay). HGCL is primarily engaged in manufacturing guar gum products/other hydrocolloids such as guar gum 

powder, de-polymerised guar, modified guar gum (oxidised, carboxymethylated, borated and phosphated), highly purified splits 

and textile printing thickener. HGCL markets its product under the brand name of “HIGUM”. The company has three manufacturing 

units situated in Haryana, Rajasthan, and Gujarat with total annual capacity of 105,500 metric tonne per annum (MTPA) for guar 

gum powder and 22,500 MTPA of guar gum refined splits as on March 31, 2024. 

 

Brief Financials (₹ crore) March 31, 2023 (A) March 31, 2024 (A) 9MFY25 (UA) 

Total operating income 527.61 406.27 299.41 

PBILDT 29.08 -19.19 -14.75 

PAT 116.50 160.94 NA 

Overall gearing (times) 0.00 0.00 0.00 

Interest coverage (times) 117.83 Not Meaningful Not Meaningful 

A: Audited; UA: Unaudited; NA: Not Available; Note: these are latest available financial results 

Status of non-cooperation with previous CRA: Not applicable 
 

Any other information: Not applicable 

 

Rating history for last three years: Annexure-2 
 
Detailed explanation of covenants of rated instrument / facility: Annexure-3 
 
Complexity level of instruments rated: Annexure-4 

 
Lender details: Annexure-5 

 

Annexure-1: Details of instruments/facilities   

Name of the 

Instrument 
ISIN 

Date of 

Issuance 

(DD-MM-

YYYY) 

Coupon 

Rate (%) 

Maturity 

Date (DD-

MM-YYYY) 

Size of the 

Issue 

(₹ crore) 

Rating 

Assigned and 

Rating 

Outlook 

Fund-based-

LT/ST 
- - - - 15.00 

CARE A+; 

Stable / CARE 

A1+ 

Non-fund-

based - LT/ ST-

BG/LC 

- - - - 5.00 

CARE A+; 

Stable / CARE 

A1+ 
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Annexure-2: Rating history for last three years 

Sr. No. 

Name of the 

Instrument/Bank 

Facilities 

Current Ratings  Rating History 

Type  

Amount 

Outstanding 

(₹ crore)  

Rating  

Date(s) 

and 

Rating(s) 

assigned 

in 2024-

2025 

Date(s) 

and 

Rating(s) 

assigned 

in 2023-

2024 

Date(s) 

and 

Rating(s) 

assigned 

in 2022-

2023 

Date(s) 

and 

Rating(s) 

assigned 

in 2021-

2022 

1 Fund-based-LT/ST LT/ST 15.00 

CARE 

A+; 

Stable / 

CARE 

A1+ 

- 

1)CARE 

A+; Stable 

/ CARE 

A1+  

(04-Mar-

24) 

1)CARE 

A+; Stable 

/ CARE 

A1+  

(29-Mar-

23) 

1)CARE 

A+; Stable 

/ CARE 

A1+  

(23-Mar-

22) 

2 
Non-fund-based - 

LT/ ST-BG/LC 
LT/ST 5.00 

CARE 

A+; 

Stable / 

CARE 

A1+ 

- 

1)CARE 

A+; Stable 

/ CARE 

A1+  

(04-Mar-

24) 

1)CARE 

A+; Stable 

/ CARE 

A1+  

(29-Mar-

23) 

1)CARE 

A+; Stable 

/ CARE 

A1+  

(23-Mar-

22) 

LT: Long term; ST: Short term; LT/ST: Long term/Short term 

 

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable 

Annexure-4: Complexity level of instruments rated 

Sr. No. Name of the Instrument Complexity Level 

1 Fund-based-LT/ST Simple 

2 Non-fund-based - LT/ ST-BG/LC Simple 

 

Annexure-5: Lender details 

To view lender-wise details of bank facilities please click here 

 

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity. 

Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications. 

 

 

https://www.careratings.com/bank-rated?Id=DZaeFF4WLZq0E1UtgxoFQA==
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Contact us 

 

Media Contact      
   
Mradul Mishra 
Director 
CARE Ratings Limited 
Phone: +91-22-6754 3596 
E-mail: mradul.mishra@careedge.in 
 
Relationship Contact  
 
Ankur Sachdeva 
Senior Director 
CARE Ratings Limited 
Phone: 912267543444 
E-mail: Ankur.sachdeva@careedge.in 
 
 
 

Analytical Contacts 
 
Ravleen Sethi 
Director 
CARE Ratings Limited 
Phone: 91-120-4452016 
E-mail: ravleen.sethi@careedge.in 
 
Bhawna Rustagi 
Assistant Director 
CARE Ratings Limited 
Phone: 91-120-4452045 
E-mail: Bhawna.Rustagi@careedge.in 
 
Sidharth Wadhwa 
Analyst 
CARE Ratings Limited 
E-mail: Sidharth.wadhwa@careedge.in 

 

About us:  

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and 

Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable 

position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital 

and enable investors to make informed decisions. With an established track record of rating companies over almost three decades, 

CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the 

methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt 

and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.  

 
Disclaimer: 

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to 

sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor. 

The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible 

sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions 

and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee, 

based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with 

the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the 

partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought 

in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has 

no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the 

terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and 

triggered, the ratings may see volatility and sharp downgrades.  

 

For detailed Rationale Report and subscription information,  

please visit www.careedge.in 
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